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REPORT OF INDEPENDENT AUDITORS

The Stockholders
Goldsher Investment Company

We have audited the accompanying statement of financial condition of Goldsher Investment Company
as of December 31, 2002, and the related statements of operations, changes in stockholders’ equity and
cash flows, for the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our

audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Goldsher Investment Company as of December 31, 2002, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying additional information on page 9 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities and Exchange Commission. Such additional information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

whole.

Ircary KK

WEISS & COMPANY LL

Northfield, Illinois

February 3, 2003
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GOLDSHER INVESTMENT COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2002

ASSETS

Current assets:

Cash
Securities owned - marketable, at market value

Total current assets

Other assets:
Membership in exchanges, at cost
Other assets

Total other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Securities sold but not yet purchased, at
market value
Due to broker
Accrued expenses

Total current liabilities

Stockholders' equity:
Common stock - no par value; 1,000 shares
authorized, 750 shares issued and outstanding

Paid-in capital
Retained earnings

Total stockholders' equity

Total liabilities and stockholders' equity

The accompanying notes are an integral part of these statements.
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$ 24,700
16,421,802

— 16,446,502

38,000
52,231

— 90,231

$ 16,536,733

$ 11,963,187
1,820,213
58

13,783,458

1,000
2,539,296
212,979

2,753,275

§ 16,536,733



GOLDSHER INVESTMENT COMPANY, INC.
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2002

Revenue:
Investment losses $ (446,025
Interest and dividend income 251,713
Total revenue _(194,312)
Expenses:
Employee compensation 21,578
Consulting expense 28,498
Interest expense _ 13,511
Brokerage fees 8,532
Computer expense 30,363
Other operating expenses 77,608
Total expenses 180,090
Net loss $ (374,402)

The accompanying notes are an integral part of these financial statements.
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GOLDSHER INVESTMENT COMPANY, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2002

Common Paid in Retained
Stock Capital Earnings Total
Balance, December 31, 2001 $ 1,000 $ 2,489,296 $ 617,381 $ 3,107,677
Net loss for the year - - (374,402) (374,402)
Contributions from stockholders 50,000 50,000
Distributions to stockholders - - (30,000) (30,000)
Balance, December 31, 2002 $ 1,000 $ 2,539,296 $ 212,979 $ 2,753,275

The accompanying notes are an integral part of these financial statements.
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GOLDSHER INVESTMENT COMPANY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2002

Cash flows from operating activities:
Net loss $ (374,402)
Adjustments to reconcile net loss to net cash
used in operating activities:

Decrease in receivable from broker 537,057
Increase in securities owned (10,624,235)
Increase in securities sold but not yet purchased 8,729,220
Increase in due to broker 1,820,213
Decrease in accrued expenses (98,700)
Net cash used in operating activities (10,847)

Cash flows from financing activities:

Contribution of capital 50,000

Distributions to stockholders (30,000)
Cash flow provided by financing activities 20,000
Net increase in cash 9,153
Cash - beginning of year 15,547
Cash - end of year $ 24,700

Supplemental disclosure of cash flow information:
State income tax paid
Interest paid

&

11,912
13,511

&3

The accompanying notes are an integral part of these statements.
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GOLDSHER INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

Note 1 - Significant Accounting Policies

Goldsher Investment Company (an Illinois "S" corporation) is a broker-dealer registered with
the Securities and Exchange Commission and is a member of the Chicago Stock Exchange.
The Company trades securities for its own account.

Marketable Securities

Marketable securities are valued at market value and securities not readily marketable are
valued at fair market value as determined by the stockholders. The resulting difference
between cost and market (or fair value) is included in income.

Income Taxes

The Company, with the consent of its stockholders, has elected under the Internal Revenue
Code to be treated as an S Corporation for federal income tax reporting purposes. In lieu of
corporation federal income taxes, the stockholders of an S Corporation are taxed on their
proportionate share of the Company’s taxable income. Therefore, no provision or liability
for federal income taxes has been included in the financial statements. The Company is
liable for state replacement income tax.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting periods. Actual results could differ from those estimates.

Note 2 - Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule, which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December
31, 2002, the Company had net capital of $1,158,228 and required net capital of $100,000.
The Company’s net capital ratio was .00005 to 1.



GOLDSHER INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002

Note 3 - Securities Owned and Sold But Not Yet Purchased

Marketable securities owned and sold but not yet purchased consist of trading and investment
securities at quoted market values as follows:

Sold But Not Yet
Owned Purchased
Corporate stocks $ 15,591,167 $ 4,065,287
Corporate bonds, debentures and notes 54,505 500,000
Options 776,130 7,397,900
$ 16,421,802 $ 11,963,187

Note 4 - Employees’ Profit Sharing Plan
The Company sponsors a profit sharing plan for the benefit of all eligible employees. The
contributions to the plan are made at the discretion of the Board of Directors. The Company
did not make a contribution for 2002.

Note S - Other Assets
The Company has a Joint Back Office (JBO) Clearing Agreement with Sage Clearing. The
agreement allows JBO participants to receive favorable margin treatment as compared to the
full customer margin requirements of Regulation T.

Note 6 - Commitments
The Company leases office space under an operating lease expiring in February, 2005. The
lease provides for a base rent of $17,340 per year payable in equal monthly installments. In

addition to the base rent, the Company is liable for real estate taxes.

Rent expense, including real estate taxes, for the year ended December 31, 2002 was
$19,800.

Future minimum commitments under this lease are as follows:

Years Ending December 31,

2003 $ 17,340
2004 17,340
2005 2,890

$ 37,570



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER: Goldsher Investment Company Inc. as of: December 31, 2002

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition $ 2,753,275 | 3480
2. Deduct ownership equity not allowable for net capital 0 | 3400
3. Total ownership equity qualified for Net capital ' 2,753,275 I 3500 I
4, Add:
A. Liabilities subordinated to claims of general creditors allowable in computation in net capital 0 | 3520
B. Other (deductions) or aliowable credits (List) ] 0 | 3525
5. Tota! capital and allowable subordinated liabilities 2,753,275 | 3530

6. Deductions and/or charges:
A. Total non-allowable assets from Statement of Financial

Condition [Notes B and C] $ 90,231 | 3540
B. Secured demand note deficiency 0 | 3590
C. Commodity futures contracts and spot commodities
proprietary capital charges 0 | 3500
D. Other deductions and/or charges 0 ] 3810 (90,231) l—m
7. Other additions and/or allowable credits (List) 0 | 3630
8. Net Capital before haircuts on securities positions 2,663,044 ra-em_o|
9. Haircuts on securities: (computed, where applicable, pursuant to 15¢3-1(f):
A. Contractual securities commitments $ o0 | 3680
B. Subordinated securities borrowings 0 | 3670
C. Trading and investment securities: )
1. Exempted securities 0 [ 3735
2. Debt securities 0 | 3733
3. Options 0 | 3730
4, Other securities 1,337,463 | 3734
D. Undue concentration 167,353 | 3650
E. Other (list) 0 | 3738 . (1,504,816) | 3740 |
10. Net Capital - $ 1,158,228 | 3750
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Independent Auditors' Supplementary
Report on Internal Control

The Stockholders
Goldsher Investment Company

In planning and performing our audit of the financial statements and supplemental schedule of Goldsher
Investment Company (the Company), for the year ended December 31, 2002, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.
2.  Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of
financial statements in accordance with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deterioration

Our consideration of intemmal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific
internal control components does not reduce to a relatively low level the risk that error or fraud in
amounts that would be material in relation to the financial statements being audited may occur and not
be detected within a timely period by employees in the normal course of performing their assigned
functions. However, we noted no matters involving internal control, including control activities for
safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at December 31, 2002, to meet the SEC’s objectives.

This report is intended solely for the information and use of the stockholders, management, the SEC, the
National Association of Securities Dealers, and other regulatory agencies that rely on rule 17a-5(g)

under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
should not be used by anyone other than these specified parties. ' ‘

| AF
N Gy

Northfield, Illinois
February 3, 2003
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